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KANSAS HEALTH POLICY AUTHORITY

Kansas Health Policy Authority Current Year Reduction Proposal

Description: As part of the FY 2010 Budget Instructiof@vernor Sebelius requested state agencies ideayfy
to reduce the approved FY 2009 budget by betweermrdda@%. The State General Fund (SGF) targehfor t
Kansas Health Policy Authority (KHPA) provided etDivision of the Budget included a reduction 885,963
from the approved FY 2009 budget. This amouneotfl 2% of the approved SGF budget, excluding iieuat
needed to provide matching funds for Medicaid exigenes.

KHPA anticipates that our revised FY 2009 budgdtlvei reduced during the review process to mee2¥hearget
amount. The allocation target we are using todatlié FY 2010 budget assumes the 2% reduction F6ra009
applies to both fiscal years.

To meet the reduction $835,963 reduction, KHPA psgs two changes to the FY 2009 budget.

Eliminate the Generic Drug Program. The FY 2009 approved budget includes $400,000 $8BRhe
CommunityRx Kansas statewide prescription assistanmgram. This program was implemented in JarRG0g
to provide low-income, uninsured Kansans accesdftodable prescription medication. The programvpies
access to reduced priced drugs through 2 netwdrésnomunity pharmacies and pays the $20 enrollrfeanfor
participation in the network.

Take up for this program has been extremely lolwe implementation period coincided with the Medécaart D
enrollment. During FY 2008, KHPA spent $1,281 doty 30 people.

Eliminating this program would save $400,000 SGbath FY 2009 and FY 2010.

Reviseestimatefor HealthWave assistance. The HealthWave assistance budget is included i@%heeduction
amount. Unlike Medicaid, HealthWave expenditures reot adjusted through the consensus caseloaggs.oc
KHPA submits estimates in the budget and requestadditional SGF needed to finance the expectesl &
expenditures, either as supplemental or enhancememiests. For FY 2009, the approved budgekfmezls the
current projection for HealthWave assistance. tahée below shows the actual expenditures from 6082the
approved and estimated expenditures for FY 2009.
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Reduction

FY 2008 FY 2009 FY 2009 with revised
Actual Approved Estimate budget
State General Fund 15,221,746 16,918,383 16,468,383 (450,000)
Children’'s Initative Fund 2,054,502 2,000,000 2,000,000 --
Federal Funds 43,856,914 48,574,955 47,490,128 (1,084,827)

Total 61,133,162 67,493,338 65,958,511  (1,534,827)

By revising the budget amount to the expected lefebxpenditures, KHPA would save $450,000 in SGF
expenditures without making any changes in eligibibr benefit levels. This approach aligns theldpeted
expenditures with anticipated expenditures in @raesway the consensus caseload process works fliciid
expenditures.

FY 2010 Reduced Resour ce Proposals

The Kansas Health Policy Authority was requestesuiggest ways to reduce the FY 2010 budget byah abt
$2,055,580 from the State General Fund. In thgéusubmission, KHPA two items summarized in tHie¥ang
table:

State

General
Description Fund All Funds
Expand preferred drug list to include mental health drugs (800,000) (2,000,000)
Time limited MediKan (1,500,000) (1,500,000)

Expansion of the preferred drug list. State law currently prohibits management of mengallth prescription
drugs dispensed under Medicaid. Under this prdpttesd prohibition would be rescinded and KHPAlwige the
newly created Mental Health Preferred Drug List (PRdvisory Committee to recommend appropriate roaiti-
indicated management of mental health drugs digoeusder the Medicaid program.

Over the past three fiscal years mental healthsdnage been the highest drug expenditure by cfassdications
and the most-prescribed drugs by volume. Thiddth® cost growth in pharmacy services that exsgeowth in
other services. Expenditures for mental healtiygsimcreased from the previous fiscal year by rtiae $4 million
in FY 2007.

Pharmacy management tools such as a PDL and a@dmabr authorization (PA) improve patient safétglp
ensure timely access to medications, support sydienbest-practice guidance for providers, andeloaverall
costs. The use of a PDL is standard practice istipovate health insurance plans. According todés State
Statute 39-7, 121b, however, “no requirements fimr @uthorization or other restrictions on medimas used to
treat mental illnesses such as schizophrenia, sl@preor bipolar disorder may be imposed on Mediegipients.”
This provision provides for unlimited access tmantal health drugs, regardless of medical camdiprovider
experience in treating mental health disordersost. This level of access differs in practice frother major
purchasers, public and private, including the Kanstate employee health plan, Medicare, and thersies
Administration, and distinguishes management of igeed mental health drug services from the level of
management applied to many other critical servicesensitive medical conditions. It also prevehts use of
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standard pharmacy management tools to ensure psaifty, for example in cases where mental heaiths are
being prescribed for off-label uses that lack difierjustification.

Concerns have been raised about the applicatimolsfsuch as a PDL and PA to Medicaid mental hehiligs on
the grounds that they may pose a threat to thdytiamguisition of critical medications that improkiealth and
prevent more expensive care (e.g., emergency regita gr inpatient treatment). To support the eygpan of the
Medicaid PDL to mental health drugs, KHPA will ersboth timely access and a transparent procesgultes
PDL and PA decisions with recommendations from addrgalth professionals. In 2008, the legisladiinected the
KHPA to implement a preferred drug formulary thatludes mental health drugs for the state-fundediKan
program. KHPA is convening a specialized MentahliiePDL Advisory Committee, composed of mentalthea
experts such as psychiatrists, psychologists, paychpharmacists, and other stakeholders, fortahéealth drugs
in FY 2009 in order to implement the expanded MedhiieDL.

The expanded Medicaid PDL would be subject to #imeslegal protections governing the existing Madi®dL,
but would in addition be guided by recommendatimos) the new Mental Health PDL Advisory Committee f
mental health drugs. Long-standing federal requamrshensure that Medicaid beneficiaries have adoeasy
prescribed drug, even when the drug is not listed state’s PDL, if established PA criteria are.riibe mental
health PDL would be developed after the implemeématf an automated PA system, allowing requesisritieet
the PA criteria to be approved quickly at the poirgale. Automated PA would be just one of tliddavailable to
the mental health PDL advisory committee as it igyserecommendations for safe and sustainable rearerg of
mental health drugs.

During fiscal year 2009 the KHPA will recruit menmbéor the mental health preferred drug list adyisommittee
and begin development of the PDL. In fiscal yeat@will continue to expand the PDL and developecia for

prior authorization of selected drugkHPA would begin using the mental health PDL inuary of 2010 with an
expected savings of $2,000,000, including $800fé@ the State General Fund in FY 2010.

Time limited MediKan. The reduced resource proposal would place a fifetiie limit on the receipt of
MediKan benefits with no exceptions or hardshiteda. Also, using Working Healthy as a model, M would
be modernized by redirecting a portion of curreqgesditures to offer a package of services comgjsif basic
health care and employment services aimed at rg-emod the workforce and achieving self-sufficignc

MediKan currently provides health care coveragpersons with significant impairments, as determibgdhe
Presumptive Medical Disability Team (PMDT), who dot meet the level of disability necessary to reeei
Medicaid and are unlikely to meet Social SecuritgdDility criteria. However, people eligible for Mi&an are
required to pursue Social Security benefits asmalition of eligibility. Although a lifetime limit 624 months
currently exists in the MediKan program, the lircéin be waived if the individual is still attemptit@receive
Social Security benefits, creating a “hardship exica.” Almost 30% of the current MediKan caseloadeives
coverage under the hardship exception.

Our goal with the modernized MediKan program wal that instead of having individuals continue tospe
disability benefits, we will re-direct some MediKamds to provide services that will address thairiers to work.
Ultimately we want a MediKan individual to becommepoyed and self-sufficient, which includes obtagprivate
health insurance.

There are two basic parts to the services thatne#ld to be provided. First, a basic health camefiigs a critical
element of the modernized MediKan program. MediKealth care utilization data indicates theseqreys
experience significant mental and physical heaitiditions. Addressing health care issues is vieagatkecessary
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to remove a critical barrier to employment. Thadernized MediKan program may also include prembased
transitional coverage for persons newly employed.

Second, employment and other support servicedbeitirovided to train or re-train individuals sotttieey can re-
enter the workforce. An example might be someone lds only done manual labor and now has a backtcam

that limits, but does not prevent, employment. En&gport services might be used to re-train tihgopeto do a
less physical job that will provide a living wagedabenefits. Based on information from Kansas Miooal

Rehabilitation Services, we can expect that peaple have the potential to return to work will bdeato do so
within 18 to 24 months.

KHPA estimates that applying the time limit and eleping the modified services package would reawdavings
of $1.5 million from the State General Fund durif§2010.
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